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Proposed Changes 

On July 10, 2020, the SEC proposed amendments to 
Form 13F for institutional investment managers.  If 
adopted, the proposed change would raise the Form 13F 
reporting threshold for investment managers ± from the 
current $100 million to $3.5 billion ± and as stated in 
the SEC¶s press release, would thereb\ provide relief 
for smaller managers who are currently subject to Form 
13F reporting.  Other proposed changes include: 

x Directing the staff to review the Form 13F 
reporting threshold every five years and 
recommend an appropriate adjustment, if any, to 
the Commission 

x Eliminating the ability of managers to omit certain 
small positions, thereby increasing the overall 
holdings information required from larger 
managers 

x Requiring managers to report additional numerical 
identifiers to enhance the usability of the 
information provided on the form, and amend the 
instructions relating to requests for confidential 
treatment of Form 13F information 

Opposition to the Proposed Change 

The proposed reporting threshold change from $100 
million to $3.5 billion is a significant increase, but as 
the announcement pointed out, the threshold level has 
not been updated since the Commission adopted the 
form over 40 years ago.  In the time since the form was 
adopted, the overall value of U.S. public corporate 
equities has grown over 30 times (from $1.1 trillion to 
$35.6 trillion). 

The Commission has received recommendations to 
revisit the Form 13F reporting thresholds over the 
years, but has refrained from adopting them for various 
reasons.  Like its predecessors, the newest proposal 
faces opposition.  Commissioner Allison Lee issued a 

dissenting statement saying the proposal decreases 
transparency and that it lacks sufficient analysis.  The 
National Investor Relations Institute (NIRI) tweeted its 
disagreement and said it ³shared Commissioner¶s Lee¶s 
concerns about the ill-advised proposal.´  NIRI also 
published a position paper on 13F reforms last fall that 
advocates for shortening the 13F reporting deadline. 

Alliance AdYiVoUV¶ Anal\ViV of Whe ShaUeholdeU 
Visibility 

To gauge the magnitude that the proposed change will 
have on the shareholder base, Alliance Advisors 
quantitatively analyzed the level of visibility of the top 
five and bottom five market capitalization companies in 
the S&P 500 Index, S&P 400 Mid-Cap Index, and the 
S&P 600 Small Cap Index based on 3/31/20 schedule 
13F reporting data. 

The data presented in the following three tables 
represent a limited sample and there will be outliers for 
some companies based on the construction of their 
shareholder base.  

Top Five / Bottom Five Market Capitalizations of the 
S&P 500 

See Table 1. Our analysis revealed that the rule change 
will have a minimal impact on large-cap companies 
because it takes a large investment to accumulate a 
sizable position in large-cap companies. The top five 
S&P 500 companies by market capitalization would 
experience an  average decline of only 4.10% in 
visibility to 65.42% shares outstanding versus 69.52% 
of the shares outstanding under the current system. 
However, the number of holders required to submit 
schedule 13F would plunge by 85% to 579 from 3,860. 

While the average shareholder visibility among the 
bottom five market capitalization companies in this 
segment declined by slightly more than two percentage 
points (-6.11% vs. -4.10%) than its top five 
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counterparts, the overall impact likewise was non-
material. 

Top Five / Bottom Five Market Capitalizations of the 
S&P 400 Mid-Cap Index 

See Table 2. While the level of visibility among mid-
cap companies would suffer by an average of 6.38%., 
which represented an increase of 1.27% compared to 
the average decline in visibility of the large-cap 
companies, the overall impact was minor. The bottom 
rung companies in the S&P 400 Mid-Cap Index 
averaged a decline of 6.87% compared to a decrease of 
5.88% among the top five. 

Top Five / Bottom Five Market Capitalizations of the 
S&P 600 Small-Cap Index 

See Table 3. Without question, the rule change will 
have the largest impact on the shareholder visibility 
among the small cap companies. In part, the relatively 
thinly traded nature of small caps serves as a deterrent 
of deep-pocketed institutions that worry about the 
adverse impact on a stock¶s price will have if the\ tr\ to 
build/unload a large block of stock. In addition, 
institutions with limited capital can more easily amass a 
meaningful position in small-caps. Thus, smaller 
institutions tend to dominate the shareholder bases of 
these companies. 

Interestingly, there was a material difference of 13.51% 
(-6.52% versus -20.03%) in the visibility between the 
top five small cap companies and the bottom five of the 
S&P 600 Small Cap Index. Overall, the group exhibited 
an average decline of 13.28% in visibility. 

The ³InYiVible´ AcWiYiVW InYeVWoU 

While the level of ownership visibility will decrease for 
all corporations should the reporting threshold be raised 
to $3.5 billion in equities under management from its 
current $100 million requirement, the most alarming 
unintended consequence will be the ³disappearance´ of 
the activist investor.  

CapitalIQ has flagged 322 institutions as activists, 
though only 23, or 7.14%, of those have equities under 
management exceeding the $3.5 billion threshold. 
Consequently, the ownership positions of well-known 

activist investors such as Ancora Advisors, Carlson 
Capital, Davidson Kempner Capital Management, 
JANA Partners, and Karpus Management, among 
others would go undetected unless their position 
exceeds 5% of the total shares outstanding that would 
trigger the submission of the Schedule 13D. 

While reliance on public ownership filings represents a 
vital piece of information utilized by issuers and market 
surveillance firms, the proposed change would not 
disturb analysis of trade settlement data. This 
information would continue to provide companies with 
a mechanism for forewarning of an\ ³creeping 
accumulations´ that ma\ be underwa\ even if the 
proposed amendment was adopted. Hence, given the 
possibility of diminished public ownership data, the 
monitoring the share flow among custodians will 
become even more important as the first line of activist 
defense for Corporate America. 

Hindrance of Institutional Outreach: 

Companies rely on ownership information to 
effectively communicate with their stakeholders.  As 
we have proven, the increased reporting threshold 
would result in a material decrease in the number of 
institutions required to publicly disclose their positions. 
Consequently, issuer/investor engagement would be 
adversely impacted. This is yet another unintended 
consequence of the rule, and one that issuers and 
institutional investors would lament because it would 
inhibit issuers¶ abilit\ to speak with a larger population 
of its ownership about their concerns or thoughts on 
company performance. 
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Table 1: Top Five / Bottom Five Market Capitalizations of the S&P 500 

 
% O/S exceeds 100% due to double counting of shares that are out on loan 

 

Table 2: Top Five / Bottom Five Market Capitalizations of the S&P 400 Mid-Cap Index 

 
% O/S exceeds 100% due to double counting of shares that are out on loan 
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Table 3: Top Five / Bottom Five Market Capitalizations of the S&P 600 Small-Cap Index 

 
% O/S exceeds 100% due to double counting of shares that are out on loan 


